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PROCEEDIL NGS

MR. LAY: CGood afternoon. W're starting just a
couple of mnutes | ate because we've had such a big crowd,
trying to give people a chance to cone on in. W have stil
got plenty of seats around, |adies and gentl enen. But
delighted with the turnout today.

Jeff and | are going to bring you up-to-date again
on the conpany's activities. W're going to talk alittle
bit about the financial overview, and of course sharehol der
return. W always like to tal k about sharehol der return
when our sharehol ders are doing well. W are going to talk
about the operating highlights of the businesses, as well as
an SAP update, and then we are going to tal k about workpl ace
activities. You saw sone of this comng in, but we're going
to tal k about the new headquarters building, we're going to
tal k about diversity and tal k about vision and val ues.

But it has been a while since we've had a neeting
like this, and we are delighted with such a trenendous
turnout. The presentation may be just a little bit |onger
than usual, but we'll still have plenty of time for QRA at
the end. So keep your--1 hope you've got cards at your
seats, as usual. If you have questions, please jot them

down, and we'll nake a pass at themright at the end of the



presentati on.

Agai n, we've gone through nost of this. W'l
slip right on into--Enron has enjoyed a decade of really
strong growth. | nmean, we all know what's been happeni ng
recently, but if you | ook back over the |last 10 years, our
busi nesses have grown trenendously.

If we | ook at our oil and gas production during
this period of tine, up about two-and-a-half-fold, from
about 150 billion cubic feet equivalent back in '88 to 417
bcf equivalent |ast year. O course, again, in addition to
sonme really strong growmh in North Anerica, mainly fromvery
successful drilling activities, we've added internationa
production in Trinidad, and of course in India, but all of
that together has really shown strong growth

The natural gas pipelines, again, equally strong;

again, well, over a twofold increase in throughputs during
this period of tine fromabout 5 billion cubic feet a day to
over 11 billion cubic feet a day, as we've not only expanded

our North American pipeline significantly, but we've added
pipelines in Colunbia, in Bolivia, and now Brazil and
Argentina. So strong growh in our pipeline operations.

I f you | ook at the whol esal e busi ness, of course,

tremendous growth. | nean, this was a business that we were



hardly in 10 years ago or just getting started 10 years ago.
O course, today, we're by far the | eader, as we supply nore
electricity and natural gas in North Anerica than anybody
else. And let nme say this year our team expects to becone
the | argest supplier of oil, not oil and gas, but natura

gas and electricity in the UK, and we're already the

| argest supplier of electricity in the Nordic countries, and
nmoving on to the continent, we're already by far the | eader

I n new transactions there, as that market, electricity

mar ket, began deregulating in February of this year.

And, of course, if we |ook at our activity in
power generation, we have, of course, currently, both
operati ng and under construction, financed and under
construction, about 12,000 negawatts. That woul d make us
one of the largest utilities in this country. And, again,
we have done that in a matter of just a few years, not over
a century. So, again, good, strong growmh in those
nmeasur enent s.

And, of course, that has led to good return to our
sharehol ders during this decade. Even w thout reinvesting
di vidends, with just the increased stock price, our
sharehol ders got a total return of over 600 percent, about a

sevenfold increase in their investnent during this decade.



And that's one-and-a-half tines the return for the S& 500
in what is now viewed as the | argest or the strongest bul

mar ket in our history, and, of course, the Dow Jones, again,
one-and-a-half tinmes that and about three tinmes the return

t hat sharehol ders of our peer conpetitors, which are
basically the other natural gas pipeline conpanies, which is
the way this all got started in 1988.

Total net income continues to grow at a very
strong rate for the conpany. First quarter was a good
quarter, good nonentum building up for this year, continuing
the gromh of the last few years. For the first quarter
this year, for the first tinme in the conpany's history, our
after-tax net incone exceeded a quarter of a billion
dollars. Strong growh fromfirst quarter |ast year.

Ear ni ngs per share was al so up, but again, since
we had a very large equity issue during the quarter, that
I ncrease, on a percentage basis, was nuch less than it was
in total net income, but again exceeded the expectations of
Wall Street, and again indicated that we continue to show
good growth, and good nonentumin all of our business
activities.

O course, that's contin--the return to the

sharehol der is continuing into this quarter. After alnbst a



40- percent return to shareholders in 1998; again, about
one-and-a-half tinmes the S& 500 return. Thus far, this
year, our sharehol ders have had about a 28-percent return.
Now that is through |last Friday, but that would be pretty
much through today. W were up, of course, a little

yest erday, down today, so we're about the sanme as we were
| ast Friday, but 28-percent return for the first
four-and-a-half nonths of the year, conpared to a little

| ess than 10-percent return for to S&P 500, about a
20-percent return for the Dow Jones, and of course about a
12-percent return for our peer group.

So the Street, and the portfolio managers are
continuing to recogni ze what, what's happeni ng here and gi ve
us good price appreciation for our shareholders for it.

Now, with that, | would like to turn it over to
Jeff and let Jeff take up sone of the operating highlights
and the SAP update.

MR SKILLING Thanks, Ken.

What |1'Il do is go through each of our business
areas so you can see how all of the businesses are doing
right now, if | could just find it on the page here.

kay. Starting off, first, I1'd |ike to nmake one

qui ck coment about just the change in the nature of the



busi nesses and their growth prospects for the future, which
| think we saw in full evidence in 1998, first quarter of
1999. But if you go back in tine, and this really | think
enbel | i shes sone of the discussion that Ken just went

t hrough about the fundanmental change in the nature of our
busi ness over the |ast decade.

This chart really lays out the businesses that we
had in place at the beginning of the decade, and it just
shows the size of the circles are proportionate to the val ue
of each of these businesses, and it kind of plots them out
agai nst growth rate of those businesses and the extent to
whi ch we were upstream or downstream Cbviously, being
downstream of fers sone additional opportunities to
differentiate a product and presumably get nore
profitability, but this is a nmap of what our business | ooked
like in 1990. See, EOG liquids, GPG were our big
busi nesses. You see little, tiny beginnings of businesses
in the international markets in our donestic gas marketing
activities.

This is what that chart |ooks |ike today--just an
enor nous change in the m x of businesses and the prospects
for those businesses in the future. Wat you can see is we

have retained virtually all of the businesses we had at that



time, with the exception of the liquid business, which we
exited over the |ast couple of years, but you al so see the
enormous growth and potential in our merchant businesses,
our whol esal e busi nesses, our new retail business, and our
conmuni cat i ons busi ness.

Those busi nesses all have extrenely strong growh
prospects for the future, and they are pretty far
downstream So we are directly dealing with custonmers which
gives us the opportunity to differentiate our product and
presumably nake nore noney in the process. You al so see
Portl and General as an addition in the | ower growth, but
strong cash generation and earni ngs generation busi nesses of
t he conpany.

But this is a remarkabl e transformation of a
conpany. There is no one else in our industry that's nade
this type of transition, and it positions us, | think,
extrenely well for the future because we have a great
opportunity to maintain high growth rates and high
profitability in our business by just continuing to do what
we' ve done for the | ast decade.

As Ken said, that has been rewarded by the stock
mar ket. What this chart shows is Enron's stock performance

since the end of 1989 versus the pipeline average and the



E&P average. The inportance of this is if you | ook at the
way we started the decade, we were primarily a pipeline and
E&P conpany. Had we stayed there, our performance probably
woul d have tracked those averages, the yellow and the green
line. The actual is the red line, and | think it shows the
i npact that intellectual capital is bringing, new ideas and
creativity the business has had on the value of the conpany
to our sharehol ders.

| think we're doing that in all of our businesses.
I will walk through all of our businesses very quickly,
starting with exploration production. |In that segnent, we
have got our share of EOG and hedges that we enter into at
the corporate |evel, through hedge commodity price
volatility for our share of the earnings and cash flow that
cone from ECG

Qur transportation and distribution segnents,
whi ch includes GPG and Portland General, the whol esale
busi ness, which covers all of our whol esale activities
wor | dwi de, the two units in ECT, North America and Europe,
and Enron International, our new retail business, and then
will talk to you very briefly about the new busi nesses,
Enron conmuni cations and the Azuri X.

Starting first with exploration and production

10



busi ness, and we'll be talking nore about this later in the
QRA session, but as you know, we did have an offer to
purchase EOCG  That offer has now term nated. The
performance of the conpany, though, even with all of the
controversy and confusion surroundi ng that, has been very
strong.

This chart shows quarterly performance and
production volumes in EOG and what you can see is continued
strong growth. In our largest market, North Anerica,
vol unes increased over 4 percent. In India and Trinidad, we
saw growt h rates of 56 and 34 percent, respectively, so
conti nued strong growth in vol unes.

We have hedged out all of the price exposure,
our share of the price exposure for the rest of this year,
and the prices for the rest of this year are about $2.29 for
t he natural gas and about $16 per barrel of oil. So, at
this point, if we can continue the strong volunme growh wth
those prices that we've |ocked in, we should have good
ear ni ngs performance from EOG for the renai nder of the year.

Qur transportation and distribution segnents. The
highlights for the year: On GPG we conpleted the open
season for Transwestern's expansion to California. That

will be 140 mllion cubic feet a day expansion. W are in
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the process of conducting an open season for Florida Gas
Transm ssi on's next expansion, which will be Phase 5. W' ve
brought on-line and have 95-percent utilized the expansion
on Northern Border, which was conpleted |ate | ast year. And
we continue in Portland General to see strong growmh in the
nunber of custonmers, and vol unes, and throughout
[throughput] in Portland General.

The chart on the left shows vol unes through the
pi peline network. You can see we went from about 9.1 bcf a
day to 9.8 bcf a day. That reflects bringing up the
Nort hern Border expansion. So, in spite of a relatively
warmw nter, we showed strong vol unme grow h across the
system These busi nesses, Portland General, and GPGreally
underpin the rest of the conpany because they give us strong
ear ni ngs performance and strong cash flow, which really
prot ects and enhances our bal ance sheet.

The real earnings growh story for the first
quarter was in our whol esal e business. W just had a
stunni ng quarter in the whol esal e business. This chart
shows earnings before interest and taxes in that whol esal e
busi ness, and as Ken showed, this business basically didn't
exi st 10 years ago.

The first quarter of 1999, the EBIT nunber was

12



$320 million. So businesses that basically didn't exist 10
years ago had an EBIT contribution of $320 nmillion, and it's
continuing very strong growmh, up 29 percent first quarter
of 1999 over the first quarter of 1998. That's a growth
rate that many conputer conpani es and hi gh-tech busi nesses
woul d be very happy wth.

It continues to be driven by strong growth in
volunes. To put this in perspective, this 27 billion cubic
feet per day equivalent--let ne see if this nunber works
out. Never mnd. | thought it was a nunber, but it doesn't
work the way | expected it to, but this is a lot of energy.

[ Laught er. ]

MR. SKILLING Trust nme, it's a |lot of energy.

But we continue to see strong growh in the volune. In
fact, first quarter of 1999, an interesting thing, if you

| ook at the colors of these bars, we saw very, very strong
grow h in our gas business, up about 30 percent. W
continue to see good growth in our electric volunes, but
this path is continuing, very, very strong growth, and
that's underpi nned by our positions in the different markets
around the world.

In North America, this chart just gets busier and

busier, but what it shows is that we put together a unique
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network of assets, contracts, liquidity of markets by buying
and selling natural gas and electricity that gives us the
best network for the delivery of natural gas and electricity
of any conpetitor in North America by a significant margin.

This is a trenmendous asset for the conpany and
basically cannot be replicated by our conpetitors. It gives
us a very strong cost position, a very reliable delivery,
and this wll underpin continued growth in North American
whol esal e volunes and profitability in the future.

Anot her mar ket, though, that | think we're going
to be hearing a | ot nore about as time goes on is Europe.
This chart shows vol unes, and what you're seeing here is an
expl osion of a market. |In February, the European Conmm ssion
opened | arge segnents of the narket to conpetition for
el ectricity on the Continent of Europe. And so on the right
side of this chart, you see the conposition of transactions,
where we're doi ng business in Europe. You see the very
strong performance contribution of the U K and Scandi navi a,
whi ch were our first markets, but that little blue sliver on
top is the continent.

W went from 12 transactions on the continent in
the first quarter of 1998 to 545, first quarter of 1999.

This market, | would predict, will look an awful |ot Iike
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the North Anerican market 5 or 10 years from now, and we
have every intention of being the |argest provider of
natural gas and electricity on the continent as that narket
opens up. So we will be seeing very, very strong growh
from Eur ope.

W are starting to put together the sanme sort of
network in Europe that we put together in North Anerica, and
you can see we have got a lot of activity. W opened a
nunber of new offices on the continent |ast year. W
started a nunber of relationships with various
counterparties and customers all across the continent. This
is going to be an inportant growh story for Enron in the
future, and | think at this point Enron is the best
situated, froma strategic standpoint, of any of the
conpetitors in the marketplace. They are a very, very
strong position for us in the future.

Sout h Anerica--awesone story. W have a
tremendous position, a trenendous strategic position in
Argentina or in all of South Anerica. And, in fact, this
network, the asset positions we've had and the market
franchi ses we have in South Anerica may be our strongest
network in the world. W have a unique, remarkable, very

powerful strategic position in South Anerica.
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| won't go through all of the specifics and | ay
out all of the assets and conponents of our position in
South Anerica, but | will tell you that we will see very,
very strong growh in this business, as tinme goes on, and we
have a very, very good position that's already starting to
contribute some significant dollars for the bottomline, but
I think will also contribute strong growth in the future.

QO her big market 1'd like to nention, in the
whol esal e business, is India. W started up Phase 1 at
Dabhol |ast week. So that facility is now on-line,
generating electricity in India. Also, last week we
conpl eted and cl osed the financing for Phase 2, which wl|l
triple the size of the power facility and put in an LNG
gasification unit, which will allow us not only to fuel that
plant with natural gas, but will nake natural gas avail able
for other applications on the West Coast of India in the
future. This will be a very, very inportant market for
Enron, and we shoul d see sone real strong growmh in this
busi ness as tinme goes on.

So the story in the first quarter was the whol e
[sale] market's strong growmh and profitability, but | think
in the future we are extrenely well positioned to continue

t hat growt h.
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Let me tal k about retail for just a mnute. The
retail business is a new business. W really started this
about two years ago, and let ne start at the right side of
the chart. Wiat we're doing in this market is we're
providing a specific need for the custoner. W give them
light, conditioned air, and we will manage their facilities.
That's not as easy as it sounds. |In the old days, going to
the left of this chart, all of our custoners used to have to
deal with literally hundreds of market participants to get
light, conditioned air, and nmanage facilities, a very
conpl ex process.

What we're doing is providing a single-source
supplier to outsource those activities for our custoners.

We put together five things, five broad capabilities that we
use to do that: conmodity managenent, delivery of the
electricity and natural gas; energy information nmanagenent
so that we understand how peopl e consune and how we can
change that; energy asset managenent to nake it nore
efficient for those custoners to consune energy or transform
that energy into light, conditioned air and manage
facilities; facilities managenent; and providing capital,
capi tal managenent. Those five things, those five skills

all ow us to package, under single source, all of those
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traditional suppliers to provide that service to the
custoner, and it's been a big success.

In the first quarter, we did a nunber of
significant outsource and contracts. These are just three:
Ccean Spray, the Archdi ocese of Chicago, the Houston Astros
Stadium that we've all heard about, and we are seei ng what |
think will be extrenely strong growh in this business for
the future.

This charts shows the nunber of contracts that
were entered into in our retail business by quarter in 1998
and the first quarter of 1999. So the way you read this is
we entered into about $800 million worth of contracts in the
first quarter of 1998, $600 million in the second quarter,
$900 million in the third quarter, and $1.5 billion in the

fourth quarter. The first quarter of 1999 we entered into

$1.7 billion of contracts.
VWhat we've told the analysts is that we wll--we
are projecting a mnimmof $8 billion in overall contracts

during the entire year 1999. That's strong growh. So, in
1997, we did $1.2 billion overall; 1998, we did $3.8
billion; this year we'll do at |east $8 billion of
contracts. So just a strong, strong growth, good future

busi ness for Enron.
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So that wal ks us through all of our traditional or
core businesses. Let ne tal k about the two new busi nesses.
The first one, a very exciting area, Enron Conmuni cati ons.
What Enron Communi cations does is they're putting together a
network. They provide high-content nedia applications to
busi ness--basically, very high bandw dth applications that
need security and high quality. They are putting together a
20,000-m e network. By the end of this year, we wll have
access to nost of the ngjor cities in the United States.

And then we're entering into a range of different industry
partnerships with other players that allow us to provide a
better service to our custoners. Those three things
basically give us what | call a sem-traditiona

t el econmuni cati ons busi ness using better technol ogy and
better services for custoners.

The last one is also very interesting. W are now
in the process of seeing if we can create a bandw dth
trading market that will be simlar to the kind of markets
that we have created in electricity and natural gas. That
is not so far out because, when you think about it, we are
tradi ng capacity on electric wires and in gas pipelines
every day. Wy should these wires be any different than

t hose?
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So we're working with the NYMEX to see if we can
get a contract to trade, and we're starting to talk to
customers. | think this could be an enornous market for us
in the future. And in traditional Enron style, we'll be
doing it very differently fromeverybody else in the
i ndustry, and | think that offers us a huge opportunity for
growh in the future. You will be hearing a | ot nore about
this business this year because we are really ranping up
activities here, and | think it's going to be a significant
contributor to the conpany in the future.

Azurix. As you know, |ast year we purchased
Wessex Water in the U K That gave us a platformto begin
expandi ng our water business around the world. Subsequent
to that, we have entered into two additional transactions
for water franchi ses, those [ Mendoza] in Argentina and the
Cancun franchise in Mexico, and we al so acquired a conpany
called Philip Services, which provides service capabilities.

So, from now on, we have the platformof Wssex to
provi de technical capability, to provide water
infrastructure projects to custonmers. Through Philip
Services, we have the ability to provide other services
related to water to those custoners, and now we are starting

to enter into transactions to own and operate water
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concessions around the world, and you'll be hearing a | ot

nore about this probably in the next couple of weeks, but

there is a lot going on here, and | think it's going to be a

great new business for us in the future with high growth
prospects.

So, overall, the conpany is in great shape.
think that's why the stock price is doing as well as it is.
We have the platfornms in place for business expansion and
earnings growh in every single one of our businesses. What

is particularly attractive is we have the | eading

conpetitive position in each of our core businesses. W are

the nunber one player in virtually every market that we

conpete in. W have a proven track record of creating val ue

i n new busi nesses, and we have the people and skills in
pl ace for w dening our unassail abl e advant age.

| "' m chocking up here. Does anyone--it's the
unassail abl e advantage that just did it. W had to change
that. W used to say "to dominate markets."” W've got to
stop that. That's why |I'm gaggi ng.

[ Laught er. ]

MR. SKILLING But anyway, all of this, the
summary is that we are converting all of these things into

i ncreased sharehol der value. Qur stock price is doing well,
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and it should be doing well because the conpany is doing
wel | .

Let nme just nmention one other thing very quickly.
SAP. | just wanted to nention this because |I know many of
you in this roomare spending a ot of tine on the
i npl enentation of SAP. This, | think, is going to be a
great story for Enron.

We have grown a lot, and as we've grown, it's
gotten harder and harder to get information because the
conmpani es are so disparate, and they're all over the world,
and our old systens just weren't good at handling that. So
we're in the process of installing an Enronwi de solution to
gat her financial, procurenent and project nmanagenent data
and to better nanage that data.

W are also going to, in the near future, add a
Human Resources conponent to the SAP program and we'll be
changi ng our HR systens around the world and putting them on
an SAP format. This inpacts everyone, everyone around the
conpany. But due to the nmagnitude of this effort, | just
wanted to ask everybody here to please do everything you can
to assist it. This is a big, big effort underway. There's
a lot going on. Anything you do to help out the process

woul d be nmuch appreciated. Wen we're done with this--1"m
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goi ng to choke, excuse ne--when we're done with this, this
is going to be an inportant platformor asset for us in
managi ng i nformati on across the entire conpany.

Wth that, I'lIl turn it over to Ken to finish up
just in tine.

[ Laught er. ]

MR. SKILLING But thanks. The conpany is doing
great.

[ Appl ause. ]

MR LAY: Al right. Just in case it's
contagious, I'll get ny water up here now.

[ Laught er. ]

MR. LAY: | thought he probably had planned t hat
just so he could finally turn that |ast discussion over to
me, the SAP discussion, but I think, really, his voice got
kind of dry there.

| get to do sonme of the fun stuff here. W're
going to tal k about workplace activities now, and | want to
start off by tal king about diversity. This is a subject, as
we've told you I think before, we devoted a good deal of our
managers' conference to last fall, we're devoting a | ot of
attention internally to now W think it is incredibly

i mportant to maintain the success that we've been having as
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a company.

There are several different levels to this. O
course, first is intellectual capital. The real thing, as
|"ve said for years, the thing that differentiates Enron
fromeverybody else is our people. Increasingly, that is
even nore so, as we're noving into this informtion,
know edge- based econony, and particularly the way we're
structuring our businesses. And it is, indeed, our
intellectual capital, our people, that is naking the
difference. And we're convinced that one way we continue to
expand the quality of our conpany and that differentiation
fac--differentiating factor in our conpany is to increase
our diversity, which not only brings in different kinds of
nore tal ented people, but continues to create nore
i nnovation and nore creativity throughout our workforce.

We are also trying, as we enphasize diversity, to
expand t he anount of business we're doing with vendors and
suppliers that are diverse, whether it be femal e-run
conpani es, whether it be mnority-run conpanies, but
conpani es again that bring a different dinension to the
tabl e, conpetition, obviously, but in fact are able to add
val ue to what we do because of what they do.

And, of course, finally, we're trying to create an
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environnent that nmakes it conducive to bringing in a diverse
wor kf orce and particularly providing nore opportunities,
nore encouragenent, |ess resistance, less difficulty, |ess
barriers to mnorities and females. W think all of this
conbined will just continue to strengthen Enron as a conpany
and continue to increase that unassail able position that
Jeff had so much difficulty getting out a while ago.

[ Laught er. ]

MR. LAY: Sone specifics. |If you look, thus far
this year, we've had 418 people that have agreed to cone
into our anal yst associate pool. Now that's up about 360
| ast year, but these are 418 very bright, very talented
anal ysts, associates. Thirty-one percent of those are, in
fact, female, and about thirty-six percent are mnorities.

That gives you sone idea of how we're bringing in
a nore diverse workforce at this level in the conpany. And
these are the, many of these young people, nost of themare
young people, not all of them are the people that will, in
fact, be running the conpany 5, 10, 15 years from now. They
nove up very quickly when they cone out of that associate
anal yst pool .

Recently, we also funded and put in notion the

Enron Economic Devel opnment Corp. W put $20 million into
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it. W've had anot her conpany, Wlls Fargo Bank, put $5
mllion intoit. W're going to keep addi ng other nonies to
it, but this is set up basically to fund mnority busi nesses
in the inner city. Even Anglo firns in the inner city
qual i fy, but nost of the conpanies will be mnority
firms--again, female and mnority firns.

But this is also a way for us to help stimulate
the gromh of good, small mnority businesses, and in the
process qualify themto becone our vendors and suppliers and
the vendors and suppliers for other conpanies, as well as
create jobs in the inner city, and of course create wealth
in the inner city, and hope in the process just to spin off
even additional entrepreneurial-type firns in and around
t hese businesses that we're stinulating the growh in. Very
excited about that opportunity.

We've already | think funded three different
busi nesses. One business, in fact, will create 400 new jobs
in the inner city, a mnority firm It's a phone cal
center.

Al so, as part of that is our urban business
initiative, and this was sonething started by our enpl oyees;
again, primarily our associ ate anal yst enpl oyees. But this

urban business initiative primarily provides consulting
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services to mnority firnms again, mnority and femal e-run
firms. So now we're not only providing equity capital to
stinmulate their growth, but al so business snarts to help
themrun better, help them understand how they can inprove
their businesses, how they can be nore efficient, be nore
effective. This, again, is a group of our enployees who
have cone together just to provide their services to these
conpani es. \Very exciting what they're doing.

And then, finally, our nmentoring program W've
had a nmentoring programfor sonme tine. For sone enpl oyees,
we' re expanding that nmentoring program But, again, just a
nunmber of different initiatives to provide nore
opportunities, particularly for females and mnorities, but
trying to nmake our workforce nore diverse, trying to nmake
our supplier base nore diverse, and in the process to nake
our conpany nore creative, nore innovative, nore efficient,
and just stronger in everything that we do, a very inportant
initiative that we have underway.

Qur vision and values. Again, to kind of go back
over that, since we rolled these off or rolled these out as
our kind of restructured vision and val ues, about two years,
| think we've made a | ot of progress. Beth Tilney, and her

Vi si on and Val ues Task Force continue to conme up with a | ot
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of good ideas, and again the value is very sinple: respect,
just treating other people the way we want to be treated
oursel ves; integrity, making sure that we do have absol ute
integrity, we're honest, we're sincere, we nean what we say,
we say what we do, whether it be internally or externally;
communi cation, and of course only can we becone better if we
really do comuni cate i deas so we have better suggestions,
better ideas of how to do things; and, finally, excellence
i n everything that we do.

Sone things that we have done recently to kind of
further enphasize and really nmeasure our success in
i npl ementi ng our value system in ECT, we've had an on-1line
sati sfaction survey, and just trying to get enployees, and a
great nunber of enployees did participate, to give us their
views of how we're doing on these different values, and how
we can i nprove on them and other ways to nmake sure
everybody knows how i nportant they are. That was very
successful. W' re now expanding that. | think part of GPG
al so participated in that, and we're going to be expandi ng
that over all of the conpanies before year end.

You' ve heard about the Chairman's Award, where
annually we will recognize an individual in the conpany,

anywhere in the world, that we think particularly
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denonstrates these values. Last year it was a young nman in
I ndonesia, as you may recall. Wo, in fact, singlehandedly
prevented virtually a riot, and maybe sone killings, during
the real tough econom c situation that they had, but in fact
put hinself at harmin order to help his neighbors, and help
them get food, arrange other ways to get food before riots
broke out, and nmaybe people were certainly hurt, mybe
killed.

Certainly, part of that also is this banner behind
nme, being recogni zed as one of the, by Fortune magazi ne, as
one of the 100 best places in Anerica to work. The
chal I enge now is, of course, to nove even higher in that
ranki ng. Last year was the first tinme that we |l et them even
consider us. W cane in | think about 76. W ought to be
about No. 1, but indeed--

[ Laught er. ]

MR LAY: Well, we've got a little ways to go.

You' ve got to have big goals, but we do appreciate being on
the list. | think it does show that even peopl e outside the
conpany--and let ne say, if it hel ps you anyway, why an
awful |ot of the conpanies that are on that list are very
smal | conpani es, conpani es that probably you and | have

never heard of. It nay be a little easier to kind of
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control sone things in a very small environnent. So |
think, as far as big conpani es, we rank nuch hi gher than
that. But, again, proud of that, but we can do even better.

| think here is where | turn to the building. If
I change control systens here--and you saw sone of this when
you cane in, but we're excited about our new buil ding, too,
and | think that's going to be another inportant part of our
wor kpl ace here and inprovi ng our workplace. You' ve seen
some of this, and I'll kind of go through it rather quickly,
but our architect is Cesar Pelli, certainly, one of the
prem er architects in the world. Sone people would say the
best architect in the world today. He's done a |ot of
dramatic buildings. Certainly, we're pleased with his work
so far here, but it's going to be a really dramatic
structure. It will be a new |l andmark on the | andscape of
downt own Houston, and | think, in fact, may becone kind of
the | andmark for downtown Houston, which I wll tal k about
in just a mnute.

It will cost about $200 million. It wll have
about the sanme nunber of square feet as our current building
does, even though it's only 40 stories tall, where our
current building is 50 stories tall, but about 1.2 mllion

square feet of space.
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O course, the reason it has so nuch nore square
footage for fewer floors or the sane square footage for
fewer floors is we have the first seven floors will, of
course, be nega floors, very large floors, basically, a ful
bl ock in size, which will give us sone trenendous new
mar keting areas for all of our, particularly, ECT-type or
our ECT people and all that they are doing. But our
mar ket ers are convi nced that these big, open floors wll
greatly inprove their efficiency and effectiveness, and
again further wi den that unassail abl e advantage that we
tal ked about earlier.

And then, of course, from8 through 40, why this
will be nore of a typical tower, pretty nmuch Iike our
current tower.

This shows the view of the new tower | ooking from
our building over to it, our current building. And, of
course, anong other things, you see the Saturn ring skywal k,
which will be the first such skywal k i n downtown Houston, we
think the nost dramatic such skywalk in the world. And,
again, we think this will be one of those i medi ate views
that will be shown on TV and el sewhere when peopl e think of
Enron, talk about Enron, that this is kind of a synbol of

t he Enron buil di ngs.
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And let me say this will be perhaps the first
downt own canpus for a mmjor corporation, where, in fact, we
are tying the buildings together and the parking garage in a
canpus-|i ke environnent. And, of course, certainly, the way
we're going to design sone of the public areas, and
particularly the area where we have the cafeteria, and the
food courts and all of that, it will increasingly | ook nore
like a canpus than it will a downtown office tower.

Construction on this building will begin July of
this year. The garage, which is a 1,500-vehicle garage, and
for those of you still waiting for parking spaces, |'msure
you' re gl ad about that.

[ Laught er. ]

MR. LAY: The parking garage will be conpl eted by
a year fromthis fall. So you' ve still got alittle ways to
go, but we're doing our best. W're going to try and get
there. And the building will be conpleted so we can start
noving in, at least the initial people, really two years
fromthis summer, and we shoul d have--kind of third quarter
2001--and we shoul d have nost of our people noved in by year
end 2001.

So it's going to go quickly. W'Il break ground

here in less than two nonths or about two nonths, and of
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course within just a little over two-and-a-half years it'l|
be totally done, and we'll be all noved in, and we need it
because we're running out of space. As nost of you know, we
have a nunber of floors on Allen Center 3, about 600, 000
square feet, about half the size of this new building.

And, of course, we continue to grow, as Jeff just
went through all of the growmh in our various businesses,
and so we need the space. W need the big marketing-trading
floors on the ground floor, and we need the garage space for
sure. And we're noving as fast as we can to get all of that
done.

This is just another view of this very dramatic
connector between the buildings. W've got the skywal k, the
circul ar skywal k between all three buildings, and then the
two buildings and the garage. Again, this is how that woul d
| ook inside of that skywal k, at |east depicted here by
artist drawings. Very open, a lot of glass, of course, but
hopefully very congenial to wal ki ng between the buil di ngs
and visiting with one another.

This is our big entry or big ground floor in the

new building. It will also have here on the main floor a
bi stro-style restaurant with outdoor seating. W'I|l have a
250-seat auditorium Still not big enough for this neeting,
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but certainly big enough for smaller neetings the conpany
has, and even comrunity activities. There will be other
activities on that ground floor, even tal king about maybe a
little basketball court. | don't know, maybe sone people
are thinking about a hockey court.

[ Laught er. ]

MR. LAY: But we are going to try to nmake it fun
and inviting, and exciting, and sonething that will really
reflect the energy level of this conpany, the fun of this
conmpany, so when people walk in there, they realize that
they're visiting a different kind of conpany.

A coupl e of nore pictures here, | think.

Vi sitors-Enpl oyee Informati on Center; again, where people
come in fromthe outside. W've got a community services
transaction floor, and | think this does include--is that
what that is? | can't really see fromhere that nuch, but
indeed | think--1 guess this is the floor plan for Level 6.
So this is one of those big, super floors, one of the very

| arge floors at the bottom This will have, of course, sone
of our whol esal e commodity service functions.

Each of these ground floors, the first six or
seven floors, will acconmodate up to 500 enpl oyees. And

unl i ke our current building, we will design the bathroons
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for that many people, we will design the escalators for that
many peopl e.

[ Laught er. ]

MR. LAY: So we will go into this building
expecting that kind of density, which we didn't in the
current building back 15 years ago.

And then | think, finally, this kind of gives you
an overall feel for one of those big floors. Let ne say the
office--the chairman's office will be on Level 7, right
above this area. Jeff wanted to have a really good way to
keep an eye on Ken Ri ce and Kevi n Hannon.

[ Laught er. ]

MR. LAY: And, of course, there will be--all of
these bottomfloors will be connected, as | said, by
escal ators, as well as by elevators; again, offering easy
access, better communi cations, better, nore efficient
delivery of nmessages and so on and so forth, but, again,
we're very excited about this, and this will be
state-of-the-art. There will be no other conpany, certainly
in our industry, and perhaps in the world, including the
financial world, that will have a nore efficient area in
whi ch to conduct this kind of business than we will, which

we think again will be another recruiting advantage, another
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recruiting tool, again, adding to the diversity, adding to
the intellectual capital, growi ng the nunber of really
smart, creative, innovative people we bring into the conpany
and continuing to wide that conpetitive position that we've
established in this, in this industry.

And | think that's it. So now we wll nove to,
Jeff, do you want to conme back up, if you' re able to talk,
and we wll--we've got the lights set up today in a way that
you can't read anything here at the podium So, if we kind
of nmess up your questions, we'll try to at |east get the
answers right.

"What is the predeterm ned stock price if Enron
consi ders a stock split?"

That's probably fresh on many mnds. As | think
nost of you know, we did recomrend, at the annual neeting,
or we did propose at the annual neeting that we increase the
nunmber of shares, authorized nunber of shares outstandi ng so
that we could have a stock split if we want one. So that's
been done. That was approved.

We don't really have a specific target as to when
we do that. Certainly, there's advantages of keeping the
stock price frombeing too | ow when you split the stock, but

whet her--there's not any nmagi c whether it's going to be $70
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or $80 or even, for that matter, $90 or somewhat hi gher
price, but it is something we're |ooking at and w ||
continue to look at with the board of directors. And at the
right point, | would be very surprised if we don't propose a
two-for-one stock split.

Jeff?

MR. SKILLING Okay. "It had to be a man who nade
the decision to elimnate the good things in the Express.”

[ Laught er. ]

MR SKILLING "And it had to be a nman who has a
wi fe at hone that doesn't work. Now, instead of using the
Express for quick and reasonable gifts--$50 for a | ogo shirt
IS not reasonable--1 nust go el sewhere when | need these
itens and bl ow one to one and a half hours for |unch,

i nstead of 10 m nutes, and be back at ny desk. Wiy weren't
enpl oyees asked what they wanted?"

It was a man. It was Bill Donovan.

[ Laught er. ]

MR. LAY: Bill, stand up, wherever you are.

MR. SKILLING Stand up, Bill.

MR. LAY: There's Bill

MR. SKILLING Everyone take aim

[ Laught er. ]
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SKILLING Onh, you're right here
DONOVAN: [ O f m crophone.] [Inaudible.]
SKI LLI NG  Pardon?

DONOVAN:  [Of m crophone.] [Inaudible.]

2 2 » ® 3

SKILLING Okay. Bill is going to sensitivity
trai ni ng.

Actual |y, what happened, | guess, is that Enron
and--Marriott actually operates the Express-- but Enron and
Marriott did a study asking people what they wanted in the
Express, and what was determ ned was that people wanted nore
fresh food, not just snacks down there, but fresh food, so
we needed additional space, and it was decided that the
gifts were what had to give. They just needed nore space,
and so the gifts had to go.

Now, since they did that, a couple of other things
were done to | think inprove the service. There is now
fresh food. The second thing is the Express i s now open
from8 o' clock--1"msorry--7 o' clock in the norning until 7
o' clock at night. So there are |onger hours for people that
want to go down there and shop. And since then, the sales
have been up significantly. So | guess the proof is in the
sales. That's the way people can vote. During peak |unch

hours, because there's food offerings in the Express,
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reduci ng sone of the traffic going through the cafeteria
l'i ne.

Now, as far as the shirts are concerned, the way
the shirts actually work is they are very high-quality.
They are--

[ Laught er. ]

MR. SKILLING --50-percent dacron, 50--no

But the way this works is Marriott is allowed to
mar k them up, but only by 10 percent. So that's just 10
percent above the cost of those high-quality, designer, very
attractive Enron shirts.

[ Laught er. ]

MR. LAY: That's right. You' ve got to watch these

[ Laught er. ]

MR, LAY: "WII the new buil ding plans include
free enpl oyee parking instead of the contract parking we
currently have to deal w th?"

[ Appl ause. ]

MR. LAY: Not too |ong ago you just wanted a
par ki ng space. Now you want it free.

[ Laught er. ]

MR. LAY: The answer i S no.

39



[ Laught er. ]

MR. LAY: It will be very conpetitive within the
ot her parking costs downtown, but, indeed, we do that, first
of all, for financial or econom c reasons and, secondly, we
do that to encourage, again, as nuch use of mass transit,
and car-pooling, et cetera, as we can. And let nme say, as a
city, we're probably going to have to do nore of the latter
over time just because of the EPA rules, and we're in a
nonconpl i ance area, and there are going to be maybe even
sonme nore draconian things conme down the pi ke over the next
two or three or four years. But like | say, we do want to
provi de you par ki ng spaces, and we want to provide them at
very conpetitive prices.

MR. SKILLING This question relates to systens.
"I work on the ECT LAN, and travel and use ny laptop to
connect to the ECT LAN for e-mail, et cetera. Prior to
wor king at ECT, | was able to use the 1-800 nunber for
connecting to Enron and ny previous operating conmpany
system The ECT tech people said that that can't be done."

It turns out it actually can be done. Sone people
can access the LAN through an 800 nunber, but the I T group
is in the process of putting together a conplete solution

that will nmake it possible for people to tap into the
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system So the solutions are currently being tested in IT,
and they are going to be rolling out sonetinme probably in
the next couple of nonths. So | think that problem should
go away.

MR. LAY: You see, Jeff is getting all of the easy
ones.

[ Laught er. ]

MR. LAY: "Regarding the sale of EOCG Ken Lay was
recently quoted saying, W wll continue to explore
opportunities to maxi m ze the value of our investnent in
ECG.' Does Enron Corp plan to actively pursue buyers for
its stake in EOG? Wre any interested buyers, other than
OVEGA, identified in the nonths subsequent to the
unsolicited offer in Decenber? |If there is going to be any
action taken with EOG sale or otherw se, what are your
t houghts on a tinme frame? Wth all of the uncertainty, now
iIs not the time to be an EOG enpl oyee."

| think Jeff referred to this. | mean, clearly,

t he whol e process has created a | ot of uncertainty that we
woul d prefer not to have had created, but keep in mnd two
or three things. O course, one is it was an unsolicited
offer. W were not trying to sell EOG but a party did cone

to us with a proposal, a fairly conplicated proposal, |

41



m ght add that did neet a nunber of our needs and appeared
to be a fair value, both for us and for the mnority

shar ehol ders, but through the process, of course, it becane
al nost inpossible to get the deal done. And of course,

al so, wth the changi ng market val ues for exploration
producti on conpanies, at the end, we withdrew the offer.

Now what wi |l happen in the future? Just what |

said. | mean, we'll continue to work with ECG to maxi m ze
shar ehol der val ue because we're still the mpjority
sharehol der. W don't have any plans right now, | nean,

fromthe standpoint of trying to sell the whol e conpany or
sell our interests, but over tinme we may becone a | esser

owner in EOG EOG there may be other ways to increase

value within EOG  But, again, we were not trying to sell it
when the offer cane to us. W're not trying to sell it
ri ght now.

There were sone other offers for parts of EOG but
not for the whole conpany. So, really, the only proposa
for the whol e conpany was the one that cane in Decenber
whi ch, of course, we, in fact, turned over to the speci al
commttee to eval uate.

MR. SKILLING This is a good one. "Regarding

cl eani ng procedures, why has Enron changed the cleaning
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procedures? The snell of food in the kitchen trash cans is
going to cause a pest problem \What in the world is the
deal with the cleaning staff? | get here at 7:30 a.m, and
the trash hasn't been enptied, the rest roons are the pits,
the kitchen stinks because the trash and food fromthe day
before is still there.”

MR. LAY: | think that's Donovan agai n.

MR SKILLING It's Donovan.

[ Laught er. ]

MR. SKILLING Bill, we've really got to clean up
our act here, don't we?

[ Laught er. ]

MR, SKILLING But, anyway, what's going on is
first, if you don't have trash picked up, we have a speci al
nunber, which is hard to believe, but call 36300, and they
wi |l arrange a special pickup of trash.

And then, second, the building is |ooking at sone
new ways to inprove housecl eaning services. There has been
a problem As | understand it, the evening crews work
part-tinme, and then they're comng off of another job when
they conme over, so they're probably tired and not all that
ent husi asti ¢ about what they do.

[ Laught er. ]
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MR. SKILLING So we have just conpleted--isn't
this amazi ng?

[ Laught er. ]

MR, SKILLING W have just conpleted a trial
approach to housecl eaning on the third and fourth fl oors,
where one service worker is assigned to the designated fl oor
and works an 8-hour shift during normal business hours.

This was not done to reduce costs, but to achieve better

cl eaning services. W are currently evaluating the results.
If you work on one of these test floors and want to provide
your feedback, you can also call the Facilities Hel p Desk at
36300.

And what is your extension, Bill?

[ Laught er. ]

MR. SKILLING On, Bill is 6300. Are you 363--is
that your direct dial? Wat's your direct dial?

[ Laught er. ]

MR LAY: \hatever Bill's extension is, he's
changed it tonight.

[ Laught er. ]

MR, LAY: "Do we yet know if those peopl e that
come in and work the 8 hours to clean our floors and go off

and cl ean sonebody el se's building at night?" | presune
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t hey- -

[ Laught er. ]

MR. LAY: But we don't want a stinky building.

[ Laught er. ]

MR, LAY: And so if we've got sone stinky trash
cans around, |I'msure Bill and his teamare going to do
sonet hi ng about that.

"What plans are in place to go e-commerce with our
products and services? Are there any plans underway to
aggressi vely market and pronote our website?"

| think it's a fair question of whether we're
doi ng everything we can thus far on e-conmerce, but it is
sonething that's getting a lot of attention, and
particularly ECT and Enron Europe are beginning to do quite
a bit wwth it. O course, Enron Europe nmay, in fact, be a
little bit ahead of even ECT North Anmerica now, but sone
cross-feeding back and forth, | think you will see a |ot
nore whol esal e transacti ons done over the Internet fairly,
fairly soon

And, certainly, we're putting nore information out
on the Internet fromthe standpoint of prices and so forth
on trades or market prices and so forth, but certainly this

whol e e-commerce thing is noving at incredi ble speed, and |
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think it's a real fair question for all of us to ask in our
i ndi vi dual departnents, whether we're really taking
advantage of it as nmuch as we should, and it's sonething
we're going to be spending nore tinme on in the next few
nont hs.

MR. SKILLING These are sonme questions about job
postings. One question is, "Wy don't--why doesn't HR post
sal aries for the job openings?' They're not posted for
conpetitive reasons and confidentiality reasons.

"When you post for one of these positions, why
isn't it nmandatory that soneone notify you the position was
already filled or you're not qualified to interview"

You have every right to expect communi cation, and
we shoul d communi cate that, so we'll see what we can do on
t hat .

"Regardi ng, EOIT Energy job postings, they are not
posted. "

EOTT actually is a separate conmpany with a
separate HR group, but if you contact Mary Ell en Coonbe, who
heads up EOTT's HR Departnent, they can give you information
on job postings over at EOIT.

"Are there nore creative ways to informus of job

openi ngs across the conpany and can these be kept
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up-t o- dat e?"

The job postings are listed on the Enron Intranet,
and we're using it nore and nore to | et people know what's
newin HR on a real-tine basis. W wll try to do a better
j ob updating the postings as fast as possible and seeing if
there are other ways that we can conmmunicate that with
enpl oyees. That's inportant. W need to nmake sure the
peopl e can post.

MR. LAY: "After Azurix shares are priced, wll
there be a special tinme period for Enron enpl oyees to buy
stock before the | PO?"

There will be procedures made for Enron enpl oyees
to buy Azurix stock, and you'll get sone information on that
|ater this nonth. The road show on that just started this
week, and we're hoping, of course, that that will be priced
by early June. Now, obviously, all kinds of things can
happen between now and early June, but enployees will have
an opportunity to buy Azurix' shares if they' d |like to.

MR. SKILLING Here is an enployee that wants to
upgrade their PC to a higher power PC, and their boss won't
l et themdo this and yet the boss goes to sal es neetings and
gets Enron shirts.

[ Laught er. ]
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MR, SKILLING These shirts nust be a problem

"You want innovation. Cut these $20- to
$30, 000-of f-site trips and give us the noney for better
equi pnment and nore PCs."

Ckay.

[ Laught er. ]

MR. SKILLING Right now, about 60 percent of the
PCs that we're installing--well, that's not really all that
relevant. But we're putting in good conmputers. And, in
fact, the turnaround tinme, the average tine that a conputer
is with an enployee is actually under 12 nonths. So people
are bei ng upgraded every 12 nonths, on average, across the
conpany.

So, if you want to ensure that everyone, or if you
want to inprove your equipnent, all | can suggest is talk to
the I T Departnment in your business and see if you can get
upgraded. But we have pretty good systens here. | guess
it's never good enough, but | encourage you to talk to IT.

MR. LAY: And, again, as Jeff said, those shirts
are really cheap

[ Laught er. ]

MR. LAY: "l noticed that the senior VPs and ot her

of ficers are unl oading tons of stock: Rebecca Mark, 304, 000;
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Andy Fastow, 22,000; Stan Horton, 24,000; Rick Causey,
36,000, et cetera, et cetera. Al are selling in the 68/ 69
range. This is making nme nervous. What's going on?"

[ Laught er. ]

MR. LAY: Well, and again the main thing that's
going on is that our conpensation system does provide for
nore conpensation based on perfornmance, which in many cases
is mainly stock options versus base salary and ot her
cash-type conpensation, and that's been true for the 10 or
12 years, at least the last 10 or 12 years. And we think
it, in fact, has done well by the conpany because you do
have your senior executives, and even m ddl e-| evel
executives that have a very strong interest in the stock
price and work hard to make sure we do keep out perforn ng
the market, as those earlier slides indicated.

But the other thing you need to understand is that
many of the stock options that have been issued have been 5-
and 7-year stock options, a few have been 10-year stock
options, and, of course, if you don't exercise them you
|l ose them And in many cases, many of us have been hol di ng
t hese stock options because we've had so nuch confidence in
the conpany to the point where we're now down to either the

| ast year or last few nonths before they expire, and then
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they're worthless. And | expect if nost of you had the
option of either exercising themand bringing home sone cash
versus letting themexpire, well, you d probably do the sane
thing that these executives are doing.

So | would not, and I'Il finally say, | mean,
based on, based on ny information and ny experience on ot her
boards, our executives keep these stock options for |onger
periods of tinme than nost executives do in other conpanies;
and, again, reflecting their confidence in the conpany,
which I think is also good, but that neans that they kind of
accurmul ate, and after some point in tine, then you ve got to
start disgorging sone of those to nake sure that they don't
expire on you.

MR SKILLING I'll add to that, too. The other
thing that you don't know fromthese filings is, in sone
cases, people have to sell stock to conme up with cash for
the exercise price in taxes, and they may be hol ding the
stock that they get.

| know, in ny case, |'ve exercised sone options,
and you'll be seeing that com ng through, but I'm hol ding
the stock, and it's for tax purposes because you have
| ong-term capital gains versus short-term capital gains.

So | would expect that nmany of these people are
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show ng up as sales, the sales are just to cover taxes and
the exercise price, and many people are hanging onto their
stocks. So just you don't know fromthe filings.

Ckay. "What are the chances that an on-site day
care facility will be constructed at the new building? I
woul d guess that about 90 percent of the parents here with
young children use the sanme downtown day care. Day care
centers currently--" Ckay.

This does continue to be of great interest to
enpl oyees, and we continue to seek a solution. Ci ndy and
Beth Tilney, Cindy Ason and Beth Tilney, are |eading a task
force that is evaluating enpl oyee needs regarding on-site
day care, and the possibilities under consideration include
an on-site or near-site day care facility with back-up day
care at another | ocation.

The problemthat we have is that any day care
center has to be on a ground floor, and it nust neet certain
regul ati ons such as having an outside play area, and that
kind of land is pretty scarce in downtown Houston. So we're
going to be looking at it, and the task force is | ooking at
those options, and we'll notify enpl oyees once we get to
some concl usi on.

MR. LAY: "Wy is G nco de Mayo not cel ebrated at
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Enron?"

MR. SKILLING "G nco de Mayo."

MR. LAY: "de Mayo," I'msorry. | never was very
good at | anguages.

But, indeed, we have a |l ot of Hi spanic enpl oyees.
W al so have a |lot of Hispanics living in our community, but
they're not all from Mexico. |Increasingly, of course,
there's | arge H spanic popul ations fromthroughout Centra
America, of course, even Puerto Rico, certainly South
Anerica, and what the U S. Hi spanic Chanber of Commerce has
recommended and what Houston is getting ready to inplenent
Is that there basically be a nonth-1ong cel ebration of the
H spanic culture, and | think that gets kicked off this
year; is that right? Later this year, | think Cctober or
t hereabouts, and we will participate in that, but, again,
trying to be inclusive of all of our H spanic enpl oyees and
H spani c nei ghbors and so forth, versus just celebrating one
particul ar special holiday.

MR. SKILLING This question relates to EOG stock
options. The first question is, "The ECG enpl oyees received
addi tional options because of the value of EOG stock was
underwater. | am now an ECT enpl oyee who had to keep ny EOCG

options when | transferred to ECT and was told that | would
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not receive additional options.” So that was one question.

The second one was, "This question concerns the
Enron enpl oyees no | onger with EOG who are still holding ECG
stock options. These enployees still hold their options at
the original grant price of 18.75 and were not included when
current EOG enpl oyees were issued a new grant of 10-year
stock options at a price of 14.19."

The answer to both of those is those additional
options were granted not as a replacenent for the old
options, but were granted to retain and notivate EOCG
enpl oyees in the E&P job market. So those were two entirely
di fferent decisions, but all EOG enpl oyees or ex-enpl oyees
did benefit, that are still with Enron, did benefit because
of sone enhancenents to the stock option program at EOG

For exanple, the terns of the bonus option grants
that were made in 1994 through 1997 were extended from5
years to 7 years, and certain option provisions were
i nproved. So everyone benefitted fromsonme nodifications,
but the additional options that were granted were not
related to prior options and were not |inked together.

MR, LAY: | think after one nore, we'll get the
cards here, and it | ooks |ike we've covered a | ot of these,

so it should go pretty quickly.
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"Why does managenent allow the surveillance of
enpl oyees through hidden caneras in the workplace? This
doesn't seemto align with our vision and val ues."

| think what's being referred to is probably over
in Allen Center 3. To ny knowl edge, in Allen Center 4 or in
the Enron building we don't have, at |east except for maybe
the | obby and of course doors in and out of the garage and
so forth, and what |'mtold is we've had a real rash of
robberi es over there, mainly conputers, but other things
because they don't have the security in that building that
we have in our building.

O course, we do, as you well know, have sone
controlled access to our elevators, and we have security on
duty all of the tinme down in the | obby, and I think where we
were having a | ot of problens with people wandering in and
carrying out certainly pocketbooks, and occasionally
conmputers and other things a few years ago, that has al
pretty nmuch stopped in the Enron building, but it has not
been stopped, | nean, it still exists over in Alen Center
3.

But nore to the point of privacy, and vision and
values, I'mtold that those caneras are only on the doors or

different exit points basically just trying to pick up if
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peopl e are carrying stuff out, and of course nonitored so
that, in fact, that can be intercepted and hopefully stop
the stealing.

So | hope that answers the question, and certainly
we'd prefer not to have them but we also don't |ike--I
nmean, we mght have even a nore difficult tine getting these
new conmputers to everybody if we have a | ot of our new
conputers being stolen all the tine.

[ Laught er. ]

MR. SKILLING "lIs the new building going to be
energy efficient?"

Are you ki ddi ng?

[ Laught er. ]

MR. SKILLING We're in the energy business here.
How do you think we keep that growth rate goi ng?

Actually, the building is going to be very energy
efficient. Bill, are they any--do you have any coments on
that? W' re going to have--

MR. DONOVAN.  Very efficient.

MR. SKILLING Very efficient.

MR. LAY: Very efficient.

[ Laught er. ]

MR. SKI LLI NG No, but it will be the | atest
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technology in energy efficiency, so it should be a very
efficient building.

The second part of the question is, "Wat about
sliding polls, as in fire stations, to really inprove
comuni cation in the new buil di ng?"

[ Laught er. ]

MR. SKILLING | think that's a great idea. Can

you i magi ne doing that 40 stories, sliding down a pole.

MR. LAY: | thought you'd lIike that, Jeff.
MR. SKILLING | like that.
MR. LAY: | wish you wouldn't have given Jeff that

idea. That's the kind of the thing he'll take and run wth.

[ Laught er. ]

MR. LAY: "The operators would |ike for al
enpl oyees to contact us when there is a change in |ocation
or extension. W get a lot of angry custoners and enpl oyees
when we don't have the correct information."

| guess that's the question. |1'mnot--1 suppose
that's just asking if people would be a little bit nore
careful about making sure, if they change | ocation or
extensi on, that the operators know so you don't get sone bad
calls or get sonme calls, and you can't transfer them

That's reasonable. So, hopefully, people take note of that.
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If you | eave, nmake sure you tell sonebody you're | eaving.

[ Laught er. ]

MR. SKILLING This question asks, "WII| there be
an | PO for Enron Communications? And, if so, wll Enron
enpl oyees have early access to the | PO?"

As you all know, we are doing an | PO on Azuri X,
and enpl oyees will have access to | PO stock. Enron
Communi cations, we've actually | ooked at it, and we've
I nvestigated how sonething |ike that woul d work, but we have
currently no plans for an PO in the comrunications
business. W think that there are many facets of that
busi ness that make it very simlar to our existing
busi nesses, and particularly as this bandw dth tradi ng
activity expands, and we would Iike to maintain as nuch
ownership in the conpany as we can for as |ong as we can.
So we do not anticipate an | PO of the conmunications
conpany.

MR. LAY: Take a handful .

"Read other side first.” Okay. That's good.

[ Laught er. ]

MR. LAY: "To continue the tradition of innovation
and cutting edge environnmentally friendly power generation,

has Enron begun any consi deration of devel oping the
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technol ogy of solar power satellites, perhaps in partnership
wi t h NASA?"

Do you want to go into space, Jeff?

MR, SKILLING No thank you.

MR. LAY: "A solar-powered satellite is a |arge
array of solar cells constructed in Earth's orbit from |l unar
materials. They convert sunlight to mcrowaves that are
beanmed to a large collector on the ground. The m crowaves
are converted into electricity--" That rem nds nme of a
song.

[ Laught er. ]

MR. LAY: "--and fed into the power grid."

That's fascinating.

[ Laught er. ]

MR. LAY: No, we have not considered it yet, but I
will look at this New Frontier magazine--no, it's the Hi gh
Frontier, I'msorry, H gh Frontier. That's fascinating, but
that's not in our business plan right now.

MR SKILLING "What is the plan for the sale of
Enron's investnent in EOG? What is the target share price?
Pl ease don't give the standard answer that we are al ways
| ooki ng for ways to naxi m ze sharehol der val ue.”

[ Laught er. ]
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MR. SKILLING They know us too well, Ken

MR. LAY: | knowit. They're getting tired of
t hat answer.

MR, SKILLING Well, Ken has al ready answered
that. W are always |ooking for ways to naxim ze
shar ehol der val ue.

[ Laught er. ]

MR. SKILLING But we will be investigating
alternatives as they cone up. There is no tine line. There
is no target date. There is no target price. W wll just

see what happens.

MR. LAY: This one |I'mreading just because | like
it.

"When will Enron's stock split? Do you have a
target? | love Enron."

| think we've answered that. Certainly, it's
sonething we're | ooking at, and we'll keep | ooking at and
keep you advi sed.

"Are plans underway to enlarge the Body Shop? The
men's side is getting very crowmded."” | expect the wonen's
side is too.

[ Laught er. ]

MR. LAY: That's all part of this process with the

59



new building. | nmean, we're really | ooking at everything
right now. And, certainly, we know that the Body Shop is
getting crowded, and that's good. | nean, first of all
because it's being used a I ot, but obviously as our
popul ation--our enpl oyee popul ati on i ncreases, we've got to
expand it or do sonething to it.

Bi || Donovan over here is nodding his head.
nmean, the sane person responsible for kind of stinky trash
cans and you know for doing away with the Express Shop, he's
goi ng to solve Body Shop problem

[ Laught er. ]

MR, SKILLING "WII the new garage repl ace the
Al l en Center spaces or is it in addition to then®"

It is clearly in addition to them These will be
new spaces.

MR LAY: New spaces.

This, | think, we've answered nostly, but, "How
will parking in the new garage be all ocated to enpl oyees?
W1l enployees in 3 Allen Center be given preference because

of proximty?"

It'1l all be kind of randomlike it is now, but
the reason | kind of stunbled over that, | nmean, again, the
new garage will be inmmediately, if the streets were
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parallel, really running north and south, east and west,
which they're not, but it will be inmmediately east of our
buil ding, right across the street fromour current building.

So it will be closest, of course, to the new
bui | ding and the old building, but not 3 Allen Center, but
it will probably free up spaces over in the old garage or
the current garage in 3 Allen Center, which will be closer
to 3 Allen Center.

And the cost, we've already addressed that, |
t hi nk.

MR. SKILLING "WII the comrunication business go
gl obal ?"

Yes, they are |looking at it very aggressively.
They have people in South Anerica currently and are | ooking
at a couple of opportunities in Europe, so the business wl|l
go gl obal qui ckly.

MR. LAY: "There seens to be a wide difference in
HR, Human Resource, rules across the conpany. For instance,
sonme groups within the sane departnent are told different
things or allowed different work privil eges, such as flex
tinme. 1|s there an effort underway to nake this process nore
equitable or to standardize it?"

Rocky is nodding, yes. There is sone reasons for
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that, though. | nean, nost of you know that have been here
for a while, | nean, we have given the individual operating
conpanies quite a bit of flexibility in things like that,

i ncludi ng the individual departnents within conpanies, to
really determ ne what works best for them for that
operation and the conpany.

So | expect, even if we standardize it, there's
still going to be a lot of flexibility within the conpany as
to how different departnments or different groups will, in
fact, inplenment things like flex tine.

MR. SKILLING "I heard the new building is blast
proof. |Is this true? Is it the first in the U S A ?"

It depends on how big the bonb is.

[ Laught er. ]

MR. SKILLING But, no, actually, we are putting
additional concrete in the building to make it bl ast
resistant in the wake of the Cklahoma City fiasco. So it
shoul d have better blast tolerance than a typical building.
| don't believe it's the first in the country that will be
that way; is it, Bill?

Don't know. Ckay.

MR. LAY: But that was one of the early

consi derations, and that did cost sone extra noney, but,
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certainly, we thought it was noney well spent to hopefully
provide a little additional protection to our enployees.

"Cultural and religious diversity are an inportant
part of our Enron philosophy. Have we ever consi dered
maki ng sone or all holidays discretionary, especially
religi ous ones?"

O course, we have sone discretionary holidays
now, and |I'm sure you're speaking particularly of our
hol i days around Christmastine, but we're trying. As many of
you know, going back to the |ast alnbst two years or a
year -and-a-half or so now, we really are trying to be very
sensitive to the religious and, of course, other differences
anong our enpl oyees, getting back to the diversity question.

| think this all started when | wal ked in the
bui | di ng about Christmastinme, about a year before |ast
Christmas, and it kind of struck nme, you know, we've got an
awful | ot of enployees here that aren't Christians, and so
we are now trying to really be very sensitive and consci ous
of the fact that we have Muslins, and Hi ndus, and Buddhi sts,
and others in our enpl oyee popul ation and even trying to
acknow edge the different special dates in their religions
and their cultures.

Again, | hope that's all part our, the comments |

63



made earlier, trying to nake Enron a lot nore inviting to a
much wi der and nore diverse popul ati on of people, which is
the way we continue to | ead not just our industry, but al

of American industry in innovation and creativity and really
have the intellectual capital we need to nove into the next
century.

MR. SKILLING | just have a question here from
someone who wants to know who to get in touch with to get a
mentor in EES.

So Cindy Ason or Beth--call Beth Til ney,

Ext ensi on- -

V. : [OFf mcrophone.] [Inaudible.]

[ Laught er. ]

MR SKILLING 35022. That's Beth Tilney's
extension, and she will help you get a nentor.

MR. LAY: Ckay. Have you got one nore there?

MR SKILLING  Two.

MR. LAY: kay. "To inprove access to nmuch-needed
conference roons, could we consider a centralized scheduling
systemfor a majority of the conference roons in the Enron
bui l ding? It seens many groups, while using other group's
conference roons, are reserving their conference roons for

t hensel ves. "
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Well, that's kind of selfish.

[ Laught er. ]

MR. LAY: | would prefer not to go to ful
centralized, although we have a quasi-centralized on sone
floors, | think, particularly, on 49, 50, 50M | think that
is pretty well centralized and coordi nat ed.

| didn't point out, but the very top floor in the

new building will be exclusively reserved for conference
roons and training roons. | think the two top floors, as a
matter of fact. Is it the top floor or two top floors now,
Bill?

Top floor. And certainly in the new building, we
tal ked about this, but we're going to be adding a | ot of new
conference roons. Now we hope we don't stinulate nore
conferences and nore neetings, but we do understand right
now, and again just the growth in the population, that quite
often it's difficult to find a good neeting room

But we'll have some people cone and | ook at this
and see if there's anything that nmakes sense to nmake it
easier, to make sure that those that really need conference
roons get them

MR. SKILLING This question relates to, "I sent

several qualified applicants to the EIl HR Departnent. This
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was six weeks ago. The referrals were lost, and there's
been no effort to respond on this issue. Had to explain to
these applicants that | do not understand the problem How
do you think this reflects on Enron?"

Well, it reflects pretty poorly. There are a | ot
of people who apply for jobs at Enron, and for nany of them
it's really their only contact with Enron or first contact
with Enron. And | think we ought to be pretty serious about
getting back to people and making sure that they know that
we appreciate the fact that they cane to the conpany or are
interested in working at the conpany, and | think that does
reflect poorly on the conpany if we don't get back to them
quickly. So it's sonething I think we all need to think
about .

MR, LAY: "Wy can't parking fees be deducted from
pre-tax doll ars?"

| expect because it's illegal, but--

[ Laught er. ]

MR. LAY: But |I'Il certainly have it | ooked at. |
nmean, if, in fact, there's a good way of doing that, | nean,
we'd be happy to, but I'"'mquite sure that that will probably
not qualify as sonmething that the IRS wants us to deduct

frompre-tax dollars, but we will ook at it.

66



MR, SKILLING And then the |last one |'ve got,
"What accomodations are there in the new building for a
gy "

Are we doing anything in the new building or are
we just going to naintain the existing?

MR. LAY: We're |looking at that.

MR. SKILLING So we're going to renovate the
exi sting gymand expand it, and | guess nore | ocker space.

MR. LAY: O maybe a whol e new fl oor.

MR SKILLING And another whole floor. So the
existing gymw || stay where it is, but it will be expanded
and go down an additional floor, and we'll add |ockers, and
showers and | think sonme other things too. So it wll be a
nicer facility when it's done.

MR. LAY: Have you got anot her one?

MR. SKILLING No, that's it.

MR. LAY: That's it. Ckay. Well, 4:30. So we're
really kind of right on time. Appreciate, again, all of you
com ng.

| hope you have dedicated fromwhat Jeff and I
have both said. The conpany is doing great. But we're
doi ng great because you're doing great. And, in fact, this

unassai | abl e advantage that we tal ked about is getting w der
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and wider, and it's really fun and exciting. A lot of good
stuff going on.

So thanks for com ng over and just keep up the
good wor k.

Thank you.

[ Appl ause. ]

[ Wher eupon, the neeting was concl uded. ]
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